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To Whom it May Concern:

The Cable Communications Agency ofIndianapolis would like to thank the FCC and those
involved for this opportunity to file comments regarding the AnnualAssessment of the Status of
Competition in Markets for the Delivery of Video Programming. As the local cable franchising
authority representing nearly 200,000 cable subscribers in Indianapolis and Marion County,
competition to the cable operator incumbents of Time Warner and Comcast is of paramount
interest and priority for the constituency we represent. The most frequently asked questions of
our office staff are {'Why can ~ I have a choice ofcable TVproviders'? {'When will there be
competition #? {How can you (weIFCC) allow cable rates to go up as often and as much as you
do?J{

Unregulated, Comcast Increases Rates Without any Apparent Justification

rCC'd.Od-~1

The FCC is seeking information in this annual assessment on a wide range of issues. One of these
issues is on programming offered on "mini-tiers" or a la carte. Under the Commission rules and
the ensuing latitude that so called Social Contracts give the cable operator, these "mini-tiers" or a
la carte program packaging become migrated product tiers (MPTs) that are unregulated. These
unregulated service tiers are a good example and glimpse as to how the cable industry may behave
in an unregulated environment. For example, Comcast of Indianapolis informed the Cable
Agency in July that a nearly three dollar increase was coming in August for Comcast's
unregulated tier Value Pak, (see attached news clippings and Comcast news releases). Also, that
the increase would not be pro-rated on the subscribers' bill as other increases had been previous
so as to make the increases 'more uniform'. This 'uniformity' also was given as a primary reason
as to why Comcast raised the rates of its premium fare shortly after the first of the year in
}J].d~1>li~., A pro-rated increase based on the actual days of the billing cycle is more fair than a
non-pr~ra~dJiAcCeast)Pal previous increases have been pro-rated based on billing cycle. This
hugfJW~t~l~ unregulated tier in an uncompetitive environment seems to evidence a real
sen~"',,~~pn behalf of the cable operator, Corncast. Is this what the FCC had in mind
when it deregulated cable television?
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In its reasoning to allow for a deregulated migrated product tier, the FCC said that the pricing for
an MPT would be market driven. Where in any market, not subject to a cable overbuild, do you
have a comparable programming service tier that would therefore contribute to market forces
driving the price? We are not aware of any direct broadcast satellite (DBS) arrangement in this
jurisdiction that breaks out the services of programming that Comcast offers in its MPT (Comedy
Central, TBS, Romance Classics, WGN, TNT, Discovery Channel, TV Land and soon the Game
Show Networkthe FCC said that the pricing for an MPT would be market driven. Where in any
market, not subject to a cable overbuild, do you have a comparable programming service tier that
wou%od therefore contribute to market forces driving the price? We are not aware ofany direct
broadcast satellite (DBS) arrangement in this jurisdiction that breaks out the services of
programming that Comc1f3st offers in its MPT (Comedy Central, TBS, Romance Classics, WGN,
TNT, Discovery Channel, TV Land and soon the Game Show Network). The Game Show
Network was the only new channel added to this .MPT (thus justifying a rate increase under the
Commission rules), which doubtedly carned much weight into Comc1f3st=s programming costs in
calculating the rate increase. In fact, a Multi Channel News article (see attached) of April 27,
1998 suggests that the Game Show Network is paying launch fes that Comcast has added to its
CPST and now MPT have been linked to launch fees via the recent trade articles: Animal Planet,
Game Show Network, E, Home & Garden TV, PAX-NET and Great American Country. A
suggestion here would be to offset launch fees against increased programming costs when
calculating rate increases.

Comcast also implemented this increase nine months following their normal, obligatory,
November 1 date to implement increases for their MPT and expanded basic services tier (CPST)
per Form 1240 rules. Comcast told the Cable Agency that a major part of their reasoning for an
August rather than November increase was that November was election time and a November
increase would be closer to the March 1999 regulation sunset date. Comcast also stated to us
that DBS' major advertising tends to occur at Christmas time and Comcast didn't want to give
DBS ammo for their ads by taking an increase in November.

Our concerns for deregulation are real. If this is how Comcast behaves in a monopolistic,
deregulated environment, then what are we to expect from the entire cable industry after March
of 1999? We believe that the FCC's rules to deregulate the MPT were a mistake. The increases
are not driven or held in check by market forces. Comcast has eveidenced that it does not behave
as a good actor in that spirit of deregulation. The Cable Communications Agency recommends
that the March 1999 regulation sunset date be postponed indefinitely until real effective
competition is available to all in any given cable franchising jurisdiction. We also respectfully ask
the FCC to investigate cash-for carriage arrangments and how this affects everything from rate
increase criteria (such as 20 cents per sub per month per new channel added) to evading the
reporting of gross revenues to cities and towns. At a minimum, rate regulations should require
operators to offset launch fees against programming costs in calculating rate increases.

Effective Competition Issues

The FCC asked for comments in this assessment as to whether its definitions and criteria for
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effective competition were acceptable, and if they were not, to suggest any possible alternatives.
We would state for the record that the criteria for effective competition is not acceptable. It
should be based solely on evidence of competitive pricing for the long term. As an example,
where Ameritech has overbuilt incumbent cable operators in the Midwest, there has been long
term evidence ofprices stabilizing, price cuts, increased programming offers (free premium fare)
and other benefits. (see attached Multi Channel News 6/29/98 page 8A/Cable WorldMay 19,
1997 page 46). This is the measure of competition that should be used without adding numbers,
percentages or other criteria to the equation and eliminating the possibility that the operator may
artificially lower its prices over the short term in order to receive a favorable effective competition
ruling from the FCC.

SHe/Ameritech Merger

In its annual assessment, the FCC has asked for comments pertaining to mergers, clustering and
consolidation. If the real intent of the 1996 Telecommunications Act was to promote
competition and simply not to deregulate for deregulation's sake, then those in the decision
making process should vigorously oppose the proposed Ameritech/SBC merger with every fiber
in their being. Ameritech's New Media cable overbuilds in the Midwest are one of the very few
and very best examples of cable TV competition in the world period. As evidenced by the
attached documentation, Ameritech has stabilized cable pricing in the markets they overbuild,
even forcing down pricing and forcing incumbents to skip the obligatory price increases so
conveniently afforded to them via the various rate orders, social contracts and other methods of
profit taking available through the FCC.

The attached documentation shows (Cable World May 25, 1998), SBC has exhibited no patience
in operating any of its video properties in whatever form they may take, whether cable or wireless.
They will be more likely than not willing to halt Ameritech's steam rolling train of cable TV
franchise acquisitions. Those policy makers who would be so inclined to approve the
SBCIAmeritech merger would remove the best case scenario for cable TV competition and
thereby make any process such as this assessment designed to foster competition, totally beside
the point. The likely resultant removal of existing competition and potential competition would be
devastating following an SBCIAmeritech merger.

The jury is still apparently out as to whether cable overbuilds are indeed profitable. Certainly a
few studies have been done that wouldindicate that they are not. If they are not, then the cable
industry is indeed a monopoly and should be regulated as such. All studies aside, whether
Ameritech does make a profit on its cable venture, may never be known publicly should the
SBCIAmeritech merger be approved.

Some have argued that Ameritech is subsidizing its cable venture with its profits from its
telephony platform. The Ohio and Michigan Public Utility Regulatory Commissions have decried
and voted against Ameritech using promotional free telephony services as a way to sell its cable
TV services. Is that not competition? Does this marketing scheme not favor the public? Are the
cable companies not subsidizing their telephony platform with their cable service revenues? Let
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them compete! The idea is to bring out competition in cable TV and local phone services (LEC).
Let the FCC tweak the details later once the competition has been established and the consumer
has benefited.

Incumbent Cable Operators as Competitors

Relatively few cable TV overbuild studies have been conducted, such as those by the Strategis
Group, yet they point to the notion that cable overbuilds are not profitable or have a very low
return for profitability. These studies have examined Ameritech and municipal cable TV
overbuilds done from the ground up. What the studies have ignored and no study has examined is
the profitability of cable overbuilds that would be constructed by incumbent operators who buffer
another operator and are simply extending their plant into the other's territory. Many of the
economies of scale would be in place such as management, headends, staffing, marketing,
programming, etc., to make this a more viable proposition as opposed to overbuilds that start
from ground zero. Add to this the projected revenue to be attached to the head of each
subscriber as cable offers more services, such as digital offerings, interactive services, cable
modem service, etc., and one has to wonder why there are not more overbuilds.

The cable industry has successfully spun its lobbying efforts over the years protecting its piece of
unsliced pie by telling policy makers and legislators that cable overbuilds are not profitable. We
would counter otherwise. But should the National Cable Television Association be correct in
their assessment, then the industry is a monopoly and should be regulated accordingly.
Ameritech has shown that the best case scenario for true competition in the cable industry is in the
form of a wireline overbuild because it represents an apples to apples comparison of services
offered by the incumbent. The FCC and other policy makers should make every effort to initiate
and legislate language that fosters more cable overbuilds as the model for competition to the cable
industry in this country. It is because of this potential competition within the industry itself, that
we strongly oppose clustering and mergers within the cable industry.

In Indianapolis, both cable operators have been awarded franchise territories for the entire county,
which is the local franchising authority's entire jurisdiction and there are no restrictions of the
cable company incumbents venturing into the other operator's territory (upon the completion of
their rebuilds) but both have represented to the local franchising authority that they have no
intention of overbuilding one another. There are, in essence, no barriers of regulation to keep
them from competing with one another.

It may take a few years of runaway price increases after the March 1999 deregulation of the cable
industry before policy makers realize they made a mistake and not only look to re-regulate the
industry but also break it up as it likely eventually will resemble the pre-1984 AT&T through
mergers and clustering. The framework at the FCC allows incentive for the cable industry to grab
every profit taking measure available to them under the law and who's to blame them for doing
so?

The Cable Industry: Cable Division Profits vs. the Overall Cash Flow of Company
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The cable industry spin to policy makers is that their profits and cash flow are low. But a closer
examination shows that if any given company's cash flow and profits are low, it may be due to bad
business practices in non-cable related ventures. An example of this is a recent issue of Cable
World which reported that Time Warner had healthy profits in their cable division but their music
division was bringing down their overall cash flow. Cable subscribers should not be forced to
subsidize further price increases by the cable operator making poor investments in non-cable
related matters. Policy makers should be very wary of cable industry representations that their
company's cash flow or profits are low when all of the cable trade magazines and industry press
releases consistently show cable division profits way up.

Time Warner Rate Increases & Their Proprietary Properties

When Time Warner increases its rates, it stands to reason that they should be charging less than
other cable operators since so much of the yearly, (bi-yearly, tri-yearly) programming increases
are the result of increases in the very popular programming property they own. Consider that
Time Warner owns Cartoon Network, CNN, CNN Headline News, TNT, TBS, Turner Classic
Movies, CNNSI, CNNFN, HBO, Cinemax, etc., and it causes one to ponder whether Time
Warner is double-dipping its customers. The FCC should aggressively investigate to see if they
are essentially charging twice over in their rate increases and implement appropriate action to
cease this behavior.

Cash for Carriage & the 20 Cents per Channel per Month Cable can Charge

The cable trade publications have been running stories recently regarding the networks that pay a
cable system to carry them. Network examples from stories appearing in MultiChannel News
include HGTV (Home & Garden Television) Animal Planet, The Game Show Network and PAX­
NET, to name but a few (see attached evidence). From a municipal standpoint there is a concern
that this is revenue the cable operator has not counted toward gross revenues for the franchise fee
purposes. More importantly, the FCC rules allow for cable operators to charge subscribers an
additional 20 cents a month for each channel that is added on to their system. It is anyone's guess
as to how many millions of dollars the cable operators were able to derive from these FCC rules
when there are obviously circumstances in which the operator was already receiving
compensation from the network for carriage. The Cable Agency would suggest that this is further
evidence of the tremendous (and generous) latitude that is afforded to the cable industry by the
FCC regarding rate charges to the consumer and that the issue be aggressively investigated.

PEG Access in Indianapolis

This annual assessment seeks information regarding PEG access channels, the number of channels
being used and the types of programming included. In Indianapolis we have three access
channels: 'P', features public safety programming and also serves as the spillover for the
Educational Access Channel ('E'). The 'G' Channel, the Government Access Channel serves the
community as a local version ofC-SPAN. The 'P' channel features many law enforcement and
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public safety programs produced by both the government access facilities and the fire department.
Some of the programs feature public safety awareness, documentaries, training, award

ceremonies, and the like. There are also plans to carry the Indianapolis Public School (IPS)
Board meetings on this channel, which has been widely endorsed in editorials in The Indianapolis
Star newspaper. The IE' channel features programming produced by the various city, township
schools and colleges in Marion County. These also include a homework hotline and other live call
in programs. The 'G' channel features many governmental meetings and allows public
accessibility to them. These include the City-County Council, the Metropolitan Development
Commission, four different Zoning Boards, Council Committee Meetings, Liquor Board, Air
Pollution Board and Neighborhood Associations to name just a few. There are interactive bulletin
boards on the same channel seen every six hours that inform the community on such topics as
road work. There are live call in programs with elected officials, charitable organizations and a
myriad of other topics.

Comcast Launches Digital Services in Indianapolis/Cable Modem Service Mid 1999

The annual assessment requests information regarding digital tiers by cable operators. On July
6th, Comcast of Indianapolis provided customers the option of renting a digital terminal thate are
interactive bulletin boards on the same channel seen every six hours that inform the community on
such topics as road work. There are live call in programs with elected officials, charitable
organizations and a myriad ofother topics.

Comcast Launches Digital Services in Indianapolis/Cable Modem Service Mid 1999

The annual assessment requests information regarding digital tiers by cable operators. On July
6th, Comcast of Indianapolis provided customers the option of renting a digital terminal that
offers 24 screens ofpremium channels, 38 pay-per-view channels, 40 channels ofuninterrupted
music and an interactive on-screen guide. The digital terminal is available for an additional $9.95
per month. Not mentioned in their news release regarding this matter (see attached) but
represented to our office by Comcast was the fact that if a customer alreadand Marion County).

Comcast also represented that they plan on launching cable modem service in this market by mid­
1999. It is noteworthy that Comcast is one year ahead of their original rebuild plans (and those
required under the franchise agreement) and they will be finished with their fiber optic upgrade by
the end of 1998. The annual assessment was seeking these approximate launch dates ofnew
services such as cable modem offerings.

ESPN Should be Added to Migrated Product Tier

With the increasing costs to ESPN, especially in light of a recently signed programming contract
with the National Football League (NFL), we recommend that ESPN be offered on migrated
product tiers on cable systems. This would provide a few benefits. First, it would allow a
popular, albeit expensive, programming service to be grouped with other popular programming
services which are treated as a la carte or premium services. Those who have no preference for
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sports in general would not have to be compelled in taking ESPN with their expanded basic or
limited basic cable. Additionally, ESPN has stood the test of time as a popular cable
programming service for CPST and therefore can stand alone in an a la carte setting and thrive
there based on its previous success. The FCC sought comment regarding ESPN in this 1998
annual assessment.

Exclusive Video Service Contracts in Multi Dwelling Units (MDUs)

The annual assessment sought comment regarding the increase or decrease of exclusive video
service contracts in multi dwelling units (MDUs). We would represent that this has been an on­
going problem in our community. As long as private land owners and their landlords can receive
compensation from the video service provider, then exclusive, non-competitive contracts will
continue to be signed. From our perspective, where a SMATV (Satellite Master Antenna
Television) has entered into a contract with the:MDU landlord and is providing service, we have
found that service to be far inferior to cable TV offerings from a technical, pricing, maintenance
and programming standpoint. Invariably, customers with MDU SMATVs have to wait an
inordinate amount oftime to receive assistance on maintenance and reception problems. The
MUU SMATV offers a limited amount of programming (25-40 channels) and the price is always
reported higher to us than cable offerings in Marion County.

Representing the cable TV customers of Indianapolis and Marion County, we kindly ask that you
give due consideration to the comments contained herein that are representative of the con umer
feedback we have received.

c Ma
Director/ e Communications Agency
City of In anapolis
G19 CCB
200 E. Washington Street
Indianapolis, IN 46204
317-327-4594 www.indygo.org/cable
cable@inetdirect.net

7



46 -­_1,1"7

Ameritech's Detroit-Area Push May Slow Rate Hikes

King Productions. in a pre­
pared .tatement. "The [Digi.
tal Satallite Systeml haa can·
tributed greatly to the growth
or taleviled boxing in the past
three years, and u.s. Satellite
Broadcasting is the proven
leader in the busines•."

Along with the telecasts,
USSB will alTer its subscribers
daily boxing-news updates on
its PPV service. _

tender Freddie Pendleton.
The fight card - the fint of
at lea.t four events in the
next 14 month. - will carry a
.uggested retail pnce of
$14.95.

"We wanted to partner with
USSB becau.e of its un­
matched ability to market
and promots boxing and pre­
mium-movie networks," said
Don King, preaident of Don

have actually been rolled an admini!\trntive law jud.'re
has found that it discrimi·

ne such community i8 nates agninst consumers
roy, Mich., where TCI who don't take the com-

shaved $4.07 per month, or pany'. local telephone ser·
15 percent, off the coat of ex- vice.
panded ba.ic last year, Meanwhile. Ameritech
while .hining Di.ney Chan- hal not been immune to .e-
nel to that tier. The two lective price.cutting.
move. produced a aaving. of Earlier this year, it cut 10
up to $14.52 per month fot percent, or $3 per month, otT

. ~T~C~I~cu~.~to:m~erri.'i;;k.-;;;;;t~7'::ts rate. in Sterling Heights

.... ark, anothe - a demographically at-
Detroit .uburb where ANM tractive community of
has launched service, TCI 123,000 re.idents with a
dropped expanded ba.ic to median family income of
$23.95, a reduction of $1.33 $42,000 per year.
per month. Marketing e"perts .pecu-

Even the threat of compe- lated that Ameritech i.
titian has been enough to .truggling to ditTerentiate
prompt some cable opera- it.elf from Comcast in Ster-
tors to take .teps to protect ling Height•. The price cuts
their customer base. were presumably designed

In the town of Royal Oak, to increase the attractive-
one of six suburban commu· neS8 of its product in a com~

nities that recently granted munity where re.earch indio
franchiaes to ANM, TCl is cates a desire for choice, and
already orrering coupons where 66 percent of the re.-
worth $10 per month orr ident. would canaider
their local cable bills, said .witching for a comparably
city manager Larry Doyle. priced service. Until it.

"And we're .till just price reduction, however,
wiring the town," said ANM'. service was run-
Doyle, who expects even ning about $1.04 per
more action on prices as month higher than Com-
competition. gettl eloser. cast', service.

Sobel cited "competitive Sterling Heights is typi·
rea.on." for not comment- cal of many of the towna in
ing on what rate. will do in the Detroit suburbs, Garo-
the future. fano .aid.

'We can't .peak aa to why "They're white-collar
otber MBO. or Ameritech and blue-collar communi·
rai.e their rate., but we can tie., which are good mar-
say that TCl will make deci- ket. becauae they buy a lot
.ion. baoed on keeping our of cable television; she
cu.tome.. happy fir.t. at a added.
fair price, considering the Diane Dietz, Comcast'"
individual and local .itua- vice president of corporate
tion," he .aid. affairs, warned that

Elsewhere, Comca.t Ameritech'a rate. will reo
communities are enjoying main low only as long as it
"ComCash; another mar- take. to "buy market
keting plan that saves con- .hare.' Moreover, "he said
sumers $10 per month and the days of deep di.count-
that otT.eta Amentech's con- lng on all sidea may also be
troversial "AmeriChecks' numbered.
plan. However, the "Nobody competes on
Ameritech promotion price long-term," Distz said.
which otTers $120 per year "With competition come. the
in vouchera good for any of need to invest in jnfra8truc~

the company'. services - ture, customer service and
may be on the way out, as programming." MC1l

7,m
$40.09

USSB, King Set PPV Rght Card
S

T. PAUL, MINN. - u.s.
Satellite Broadca.ting
and Don King Produc­

tion. will open their exclusive
pay-per-view boxing serie.
with a junior-welterweight.
championship fight.

The Dec. 13 event will fea­
ture International Boxing
Federation junior-welter.
weight champion Vince
Phillips ageinst No. I con-

,..."

4/98

$37.27

rates would have come
down?"

Indu.try ob.ervers
pointed out that ANM has
never revealed its sub­
scriber numbers, which they
speculated mean. that local
governments that grant it a
franchise wlll have trouble
collecting on its promi....

"They always .ay, 'We'll
give you 1 percent extra on
gro•• revenue.,"' said one
cable executive. "One per·
cent of what? They need cus­
tomers first."

Nevertbale.., there are in­
dicatione that competition i.
being felt in area cable
rata•.

Comca.t, for example,
railed its rate. in 27 of its
37 area communitie. earlier
this month. Not included in
thou venues, however, were
Clinton Townahip. St. Clair
Shore. and Sterling Height.
- .uburb. where ANM's
network i. up and running.

Meanwhile. in Fraser,
Southgate and Garden City,
increa..a of I..s than $2 per
month lel\ the MSO'. rates
$1.19 per month below
ANM'. price of $25.14 in
each community.

"That proves my point;
Garofano s.id. "We've
helped to stabilize, if not
drive down, rates."

In other locationa, price.

e.ic,.. .. fot~ defMnclto. CItlfe.Nedy~."""""'''~,".. ..__._9ol<~..."""__.
_:o.tmIt ,.

or example, they claimed
that in tbe suburba where
the company ia not building
a network, Tel's ratee for
elq)llnded ba.ic, not includ­
iUl equipment, average $32
per month. By comparison,
they said the MSO charge.
between $23 and $28.95 for
identical .ervice in towns
wh..... ANM has entered the
market.

In atill other places, the
MSO actually dropped its
rates when Amentech hit
town, said Donna Garofano,
ANM vice president of pub­
lic atTairs.

"Rates were very high un­
til we started knocking on
the door," Garofano aaid. "Do
you think if we weren't com­
peting with them that tho.e

'C
Cntic. at Ameritech

called both arguments "ca·
ble .peak' - double-talk de­
triped to cover up the fact
that rate. have stabilized,
or actually coma down, in
those communitiea where
competition haa come on the
scene.

~_p_8

period. This happened despite
ANM's entry into the Detroit
market, where the video ann
or Ameritech Corp., the "tate's
dominant local-exchanae car­
ri..... has built a mega-cluster
that p_ more than 500,000
mostly higb-<iemographic sub­
urban homes.

"They've certainly cherry­
picked," said Bill Black,
spokesman for MediaOne,
an area operator that raised
its ratss to sn average of
$27 per month in February.
"They're concentrating on
areaB where you would ex­
pect a high penetration rate
for premium services."

Ameritech is currently go-
ing head-to-head with the down.'
four ms,jor MSOs that con- Although MediaOne ex-
trol the local market, offer· pacta to complete upgrades
ing its cable service in 19 of in 45 Detroit communitie.
31 frenchise areaa at prices by the end of 1999, don't ex-
ran/lin/l from $22.95 to peet an end to future price
$28.95 per month. hilt...

It haa lel\ the metro .DC- "You may aee Ie.. rapidly
ffl a!ll to <:ow,g Com:; riling rates, but I don't
comcaat Cablevjs.i2D, "",nll think that anybody can hold
fliat operator'. 125 o(ihiban the line forever," Black said.
cUstomen are part of a Tom Bjorklund, a
Btatawide cluster of 500,000 .pokesman for Time Warner,
subscribers. which raised ita rates by

lutead. ANM is concen- $2.82 per month Jan. 1 in
traUn, 011 £lie subUrbS, where four of five communities

:S3r.tt:m~~ :: ~tT~~~n': f~~r:o;;:::
~ben), I.lt-Cgmmunic,. m.atic view on why Detroit·
tion. Inc:. (?ffOOl and Time area rate. continue to climb,

~£{J~e):aR .barin~u :::~;~::"~~tor:
qed to bol!t the !iDe on prjce. town, ultimately, there'. go·

an ability that ~me ob- iUl to be pre••ure to rai.e
!'"'" ~utid toEp!!: ratee in order to JlUlke up fo

=~:,t':'l;::c~:"l"IlA~lI:nllJt":i",..d..ree...s..t :,,,c"~"~II:~""_ \ ~n~~u::~~~·hetha~ yo
,!t18J'Kl,at increa were

posted by TCI in Oakland
County, Mich., where ex­
panded basic rose by $8.68
per month between May
1996 and July 1997, or 34.4
percent, while the cost of a
premium package jumped
24 percent, to $48.01.

Scott Sobel, TCI'. regional
director of communications.
noted that rste hike. are a
natural consequsnce of do·
in, buBinesa, and that the
MSO did not teke the full in·
creas.. allowable under the
law.

Meanwhile, indu.try exec­
uti"ea argued that the 1996
federal act promised compe­
tition, and not neces.arily
lower rates.

"If you look at the act.
what it really did was open
up all .ervicea to competi­
tion," Black said. "With that
comes the need to aggre.­
.i"ely inve.t in the network.
I'm not Sure that anybody
who understand. the eco­
nomics of cable and the huge
amounts needed to upgrade
these networks ever really
expected rates to come
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Is the Struggling EchoStar Lest in Space?
EchoStar from page 1

nancial squeeze until year's end with help
from such prime vendors as satellite man­
ufacturer Lockheed Martin Corp.

"We're not in the intensive care unit
today," Ergen said. "fm not going to run
out of cash."

But EchoStar, which counts about
500,000 DBS subscribers, warned that it
might do just that in its most recent quar­
terly financial filing with the Securities
and Exchange Commission. "As a result
of the failure by News [Corp.] to honor
its obligations under the [merger] agree­
ment," the company stated, "EchoStar
does not currently have adequate capital
to continue its contemplated business
plan beyond the second quarter of 1997."

What's more, EchoStar will dramati­
cally boost its short·term losses next
month when it begins to market its latest
satellite receiver offer to consumers.
Reigniting last year's price wars with
DirecTv, EchoStar will pitch dishes for
$199 without the annual upfront program·
ming commitments it has been requiring
for almost a year.

EchoStar postedfirst~ revenues of
$72 million - up 74% from the previous year

due to an increase in Dish Network sub­
seneers. Cash flow totaled a negative $3.8
million vs. a year-ago, sam~od negative
cash flow of $5.3 million. Latest-quarter net
losses totaled $62.9 million vs. $7.2 million.

EchoStar mainly tied that wider loss to
increased depreciation and amortization
costs from the company's two high·pow.
ered DBS satellites; higher expenses
stemming from the continued accretion
of the company's
debt load issued in
1994 and 1996; mar·
keting costs; and
subscriber·promotion subsidies.

As a result of the new promotion,
EchoStar expects each new subscriber to
cost it $200 to $275 to acquire, according to
the company's SEC filing. If the company
can double its subscriber base to 1 million
by year's end, that could mean additional
subsidies of$100 million to $138 million.

'The money upfront is a cash-flow is­
sue," said Steve Blum, the president of the
Cannel Group, a DBS financial advisory
firm. "But cash-tlow problems are solvable if
you've got everything else working for you."

Ergen positioned the promotion as key
to his effort to reach 1 million subscribers
"as fast as we can." At that point, he said,

"wel1 have our head above water."
In the meantime, Ergen said EchoStar

will go back to its bankers, investors and
equipment suppliers for financial help. With
its long·term debt-service payments rising
and another $136.2 million committed to its
suppliers through the rest of the year, the
company said it's already talking to
Lockheed Martin and other major vendors
about deferred payments and debt financ·

ing.
"I think wel1 receive a

lot of support from our
vendors," Ergen said.

EchoStar also will seek more Wall
Street help: Ergen said the company,
which will try to suspend or defer debt
payments to its lenders, already has be­
gun to talk to investment bankers about
raising fresh capital.

But that may be a tricky proposition:
In one sign of Wall Street's skepticism
about EchoStar's prospects, Moody's
Investors Service last week shifted its re­
view of $1.2 billion worth of EchoStar
long-term debt from a possible upgrade
to a possible downgrade.

"The change in direction reflects

See EchoStar on page 47

Atneritech to FCC: Please Settle Squabbles More Quickly
Alnerftech from page 1 "A lot of these exclusive deals apply

only to telco wireline competitors, not
New Media. DBS," Lenart said. 'That's a disturbing

Ameritech, which says its franchises trend."
in the Midwest cover an area counting Ameritech also said that some in-
1.7 million people, has declined to say cumbents, such as Cablevision and
how many video subscn'bers it's serving. Comcast, are skirting federal regula-

In its petition, the telco is asking that tions by not transmitting programming
FCC complaints be resolved over satellite and opting for
within60daysoftheclos- ~·t h wire line systems. "If we're
ing of the comment peri- ~en ec going to have competition in
od. "We'd be happy with __ ----' cable, we should have open
90 days," said Richard access to anything that goes
Notebaert, the Baby Bell's chairman. over the air," Notebaert said.
"You have to start somewhere." americast, the telco programming

The FCC couldn't be reached for venture backed by Ameritech, BellSouth,
comment late last week. GTE, SBC Communications Inc.,

Amerltech already has resolved sev- Southern New England Telecom-
era! program-access issues, including a munications and Walt Disney Co., is
skirmish with MediaOne - then channeling most of its resources into d
Continental Cablevision - over an ex- veloping a navigator. The company
clusive distribution deal the MSO signed plans to produce some original con t
with HBO in Michigan. Ameritech still When that happens, the grou won't
has a complaint outstanding against restrict access by incumbent 0 rators,
Cablevision Systems Corp. and according to Lenart, an americast board
SportsChannel, which signed an exclu- member. "We won't compete by restrict-
sive deal for distribution in Ohio. ing content" she said.

As for penalties against cable opera­
tors who sign restrictive deals, the Baby
Bell said it won't ask for specific fines.
But it does want to give incumbent oper­
ators an incentive not to negotiate con­
tracts knowing that they could offer ex­
clusive programming while access com­
plaints are resolved.

Ameritech cited MSNBC, TV Land,
Eye on People, Fox News Channel and
FX for signing exclusive cable deals.

'There's no downstroke during that
time, so they just withhold the program­
ming," Notebaert said. "Things should·
n't be moving that slow."

Ameritech says it's generating 28%
penetration rates where americast pro-

. . e. The telco says
__ ........._.~_ subscribers ar . g its ad-

ced . alog set-top. Month enue
per subscriber is $34, Ameritech s'd.

Cable companies are dropping tes
when Ameritech comes to town, the l­
eo said, claiming that Tune Warner ha
dropped basic rates $2, Jones Intercabl
$4 and TCI and Continental $5 in co

titive markets. lm
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Sign up for amencast™
cable TV and get $60
in FREE groceries·
from your local Kroger!

Ameritech'A brRnd recogni­
tion hal' alRn proven to be n
powerful marketing tool.
'They ha"e great brand iden·
tification," Rnid Mnry ,In
Greene, Time \Varner's \'lCC

president of public aITail·s.
"Evrry time yOll sce thnt logo
it help. thcm:

(Well, maybe not every time.
Ameritech squandered some
glHld will in tbc prol'e," of di~·
ging up homeowner!1l'lawns to
Iny it-III wire. One nont in a Ruh·
urban Fourth of July parade
la.t year mocked the compa­
ny's "Your Link to Better Com·
municBHons" tag Hne by di~­

playing .hovels and a banner
reading, 'We Cut Your Link to
Better Communicnliolls."

Despite the negnth·e. for the
incumbents, the competition
has generated some good news
for cable companies: All the at­
tention on cnh\e in the market
appears to have .lowed defee·
tiOnf; to direct-broadcast antel­
lite services. Coaxinl'fI GrnfT
said he'. seen noticeably Icss
DBS marketing eITort in the
area. After going head-to·head
with Ameriteeh, he said. com· p
peting with DBS is "like bat·
ting practic....

WHAT DRIVES
CUSTOMERS?

While irs clear that con·
sumers very much like hnv­
ing a choice of cable compa­
nies in the marketplace. it's
uneleul' exactly whnt moti·
vates their buying decisions
beyond price ond a de.ire for
uninterrupted Men'kc.

Ameril('('h executives' pnrt.y
Hne il!l that cable cURlom("r~

want .dd.d·value in the form
of better ••tvice, and a differ.
entiated product in the form of
programming ond features on
its remote control and tnterac­
tive program guide.

But few Columbus resident.
brought up any ofthClle points
in dozen! of interviewA over
severoI days, althou~h many
had long memories about ca­
ble service interruptions.

Significantly, the competing
companies have crowed about
programming exciusivity:Time
Wamer and Coaxial both <al'ry
a new local sports network,
Central Ohio Sports, as well os
Cleveland Indiana games on lo­
cal broodcaster WUAB. Ame­
ritech, meonwhile, carries ~v·
eral networks such as Classic
Sporta that the cable compa­
nie8don·t.

The two cable compani.s
also offer high-.peed Internet
service via cable modems
(Time Warner's Road Runner
and Coaxial's Expre.s) while
Ameritech New Media does
not. (Ameritech New Medins
parent company offers tradi·
tionallntemet a«08S service•. )

David Kandel, market man­
ager for Amelitech New Media
in ColumhUl<, Mid the con'pnny
waR weiKhinjf II dt"ciRion he·
tween cnl~c ",,"Iems and AnSI.
(8synchronouR di~llnl ~uh·

ConlinUH an pnll~ ,1'2A

~it~
presents

mate is very rough; Time Warn·
er officials put Ameritech's take
rate at I... than 10 percent.

Coaxial claima over 91,000
subscribers, and Time Warner
says it has alightly under
200,000 cu.tomen, approxi·
mately the seme aa it had
when Ameritech entered the
market in 1996. So far this
year, Paigoda claimed, the
company is "on track to meet
its hietorical growth rate of 4­
to-5 percent" annually.

While subscriber count ­
and the amount of churn ­
may be cause for head-scratch·
ing, the unique competitive
situation in Columbus has
shown that no matter how
many customers Ameritech
has, ita presence in the market
has definitely had a financial
impact ~n lbe incumben\.~bl!
compllDles. ~~"f.

Time Warner andCoaxlal
have not raiaed rates in over
a year, and executives from
both companies say their
marketing budgeta have in·
creased while their cash now
has sulTered.

WHO'S WlNNlNG?
The whole topic of winning

and Ioaing cuatomera brings up
one of the~tmysteries of
cabla television in the Colum­
bus market: How are the three
competingcompanies really di­
viding up the customers?

Ameritech _n't reveal how
many !lubecribeT8 it has or

tion and first month arservice, how many homes its cable
in addition to several more wires pass, but Time Warner
free months during lbe course estimates the phone company
of the year as an incentive to has, at this point, overbuilt
remain with Ameritech. about 75 percent of its 352.000

The cable companies have homes passed.
been forced to respond in kind. John Gibson, vice president

Time Warner and Coaxial of sales and service for
will usually match, or beat, an Ameritech New Media. said
Ameritaeh offer to one of their the phone company's video di·
exiBting customers who is con- vision is "ahead of its business
sidering switching. Time plan" and that one out of three
Warner, with the help of an homes "will give us a try."
outaide COBBulting firm, 8tart~ Carol Camso, executive vice
ed a retantion-<lriented 10yaltY~1L- president of the Ohio Cable
program called "The Preei~ Telecommunications AS8ocia­
dent'. Club," offering cus-! j tion, estimates that based on
tomers gifta and discounts as rate filinga with local munici-
incentives to stay put. palitiea, Ameritech may have

Bolb incumbent cable com-.d.. about 48,000 customers, which
panies are also aggreaaively"T1' would give it a penetration rate
pursuing customers who have of approximately 23 percent.
lell, tempting them with a Caruso cautioned that the esti·
number ofjuicy discounta and
incenti..... to return to the fold.
This put ChriBtmal, as part of
whot Time Warner calla ita "re-
pin elIIIrta,' it lent lbrmer sub- *"'
.cribers a peroonalixed Christ­
mas card offering free installa­
tion if they came back.

Coaxial, said Greg Greff, the
oompany's senior vice prt!fIident
of marketing, programming
and adverti.ing, il employing a
direct sal"" force to target and
win back former customers
with •......aaive offers."

And onca Couial geta cus·
tomers back, Graff believel,
the switching phenomenon
that hal worked so well for
Ameritech to date will ulti­
mately begin to work against
the phone company.

"People won't keep switching,"
he predicted."It'a not as painIesa
as long-distance. Once we g.t
them back, it will be much more
difficult for Ameritaeh to get
them to switch again."

Mark Psigoda, vice presi·
dent of ..lea and marketing
Cor Tima Warner, also boasta
that lost cuatomers are 'rela­
tively easy to get back (from
Ameritaehl.'

One of the company's recent
"l'llC8fKure' direct-mail pieces,
he said, reaalted in 4.5 percent
ofthe targeted cable euatomera
returnin, to Time Warner, an
unulually high percentage for
such an elTort.

But for a city famous for being
ordinary, Columbus has more
than ita share ofmysteries when
it comes to cable oompetition.

Time Warner'a people My
they wonder why Ameritech
chose Columbus as its big show­
case in the first place, because
local customers have been !l()

well aerved by the incumbent,
whieh illlelf hal traditionally
used Columbus as a showcase
market for state-of-the-art prod­
ucts, dating bock to the Qube
interactive teBt 20 years ago.

or the cable cuatomers
queried at lunchtime at Col­
umbus' busy downtown City
Center mall, however, few ex·
preaaed great loyalty to either
Time Warner or Coaxial.

Tim Stanton, a middle-aged
information specialist wearing
a white shirt and tie who was
eating a ..ndwlch on hie lunch
break, was typical. He'. a 'lime
Warner cuatomer, but aaid he
would switch to Ameritech if
he got a better price.

'1£1could get in cheaper," he
declared, 'that'a where I'd go."

But there hasn't been a
price war in Columbus.

All three cable companies
offer about 60 expanded basic
channels (out of a total ofover
100 includine premium and
pay-per-view) for eround $27,
and each ha. made it clear
they don't want to relOrt to
aluhing monthly upanded.
buic suhtoeription pri.....

Be,ond that. however, things
get tricky. Ameritech ehargea
$2.96 for PPV movies, $1 le.s
then Time Womer and Coaxi­
al. To gain market .hare,
Ameriteeh h.. also used ag­
gnaaive diacoWlt and incentive
~a that ita competitors
c:laim have been tantamount to
prica-cutting.

Early on, for example, the
phone company blitzed the
market with ita controversial
'AmeriCbecu' promotion, of­
Cering new customers coupons
for dilCOunta on a variety of
the company'a.mcu. includ­
ing their local talephone bill.

The Ohio Cable Telecommu·
nications Association objected,
however, and laat IlUJllmer the
Public Utilities Commi..ion of
Ohio ruled that the marketing
procram _ illegal under
state and Cederal lawi. The
PUC said the AmeriChecka i1.
legally .........ub.idized busi­
n-. itlteresta usintr revenues
derived from monopoly tele­
ph_ cuatomera.

(The CORum_on previously
had alao Cound Ameritech
pilty ofllleplly giving ita ca­
ble divlaion Ca"orable treat­
ment in atriDling cable wire.
on utility polae.)

While the company halted
ita AmeriChecka program,
Ameritech atill employs a
number of other promotions
aueh as ofl'ering pre-paid long­
di.tance phone carda to new
cueto-men, movie tickets and
grocery coupon..

Most new Americ8st sub.
acribers also get free installa-

Time Warner "rai.ed rate. on
a conai.tent basi.," they said.

Mike and Lisa William. ­
he work8 in marketina, she's
in customer service - said
their cable 'kept going out"
and Time Warner's customer
service was "horrible.'

Ann DiGeorge said Time
Warner 'did thinp they _uld·
n't explain' - like inatall a
converter box and add it to her
monlbly bill "They could do it,'
she explained Indignantly, "be­
cauae they were the only ones."

1llat changed two years ago,
when the Ameritech Corp.
unit began overbuilding Time
Warner and Coaxial in Colum­
bus and ita outlying .uburbs.

The huge regional Bell op·
erating company haa, of
course, bean the bigg""t boost­
er of the video busine.s
among the Baby Bell...

Over the last two years, it
h.... gained 75 franehiaea to
overbuild a number oC the ca·
ble industry's biaeet opera­
tors in Ohio, MIclUgen and lIli·
nois. To dete, Am.-itech ie sell·
ing Americast cable in 54
municipalities, and ia negoti·
ating with two dozen more.

But tbe quinteseentia11y mid·
dJ&.da8a CoIum.blJ1 marbt, with
al'llllb:<Hlna population ofnear·
Iy 1.5 million and a national rep­
utation .. an kIeaI teat market,
has been Ameritech's moat am­
bilious cable venture by far.

The phone company has
spent untold milliona relent·
leaaly in.talling ltate-of·the­
art, 750·Mephertz hybrid
tiber-coaxial cable in nei~hbor­

hood after neighborhood.

pennarket and the movie lidtets
- help too. So does the free in·
stallation. And the COI'IlIOiidation
ofher cable bill with her phone
bill. Not to mention that her to­
tal bill for expanded basic and
premium service will be $5
cheaper than what .he pay.
'li_Warner.

-It's a more attractive of­
fer," she .ay.. Ca.e closed.
Add another new .ubscriber
to Ameritech; .ubtract one
from Time Warner.

Cooper was hardly alone.
Shawn and Sherri Prim, a
young couple with a baby,
.witched becau.e Ameritech
offers a lower monthly rate
and charge. $1 lea. for pay·
per~viewmovies, and because

COlUMBUS
c...." ......, fro'" po,_ SA



News

Cities Hoping Ameritech Will Stay in Video
But SBC's Whitacre gives a less-than-ringing endorsement on Capitol Hill

.we 1 n't have competition, but it's only
conjecture at this point to wonder what
will happen [after the merger!. I'd be sur­
prised if there's been any corporate deci­
sions made yet.

"With 50 operating franchises out of
73 and over 100,000 cable customers, it
won't be easy for SBC to walk away. But I
think city administrators need to ask
Ameritech, 'What's your future?' now and
talk to California cities that were affected
by the merger there last year."

Of course, most cities don't have
much recourse if Ameritech's cable oper­
ations go dark. In Naperville, for exam­
ple, Roth said the city's franchise agree­
ment with Ameritech - as well as its pact
with incumbent Jones Intercable Inc. ­
stipulates that the city only has the au­
thority to OK a franchise transfer. That is,
if Ameritech wants to shut down service
altogether, the city can't prevent that.

If Ameritech can't find a seller and!or
decides to shut down cable operations in
Naperville, Roth said the city may explore
the idea of taking over the business and
running it as a municipal overbuild. But, he
noted, "It'd be unfair to assume Ameritech
won't continue to be around as a local ca­
ble operator. I think it's going to be at least
18 months before the merger even closes."

After earning a reputation as the most
bullish regional Bell operating company
about the cable business in the early
1990s - SBC predecessor Southwestern
Bell paid a record $650 million for Hauser
Communciations' suburban Washington,
D.C., cable operations in 1993 - the tel­
co's taste for cable quickly soured.

SBC gave up operating control of the
Washington systems a few years later and
finally sold them to Prime Cable earlier
this year. It also scuttled an in-market
video trial last year in Richardson, Texas,
and garroted Pacific Telesis' video plans
in California when the two telephone gi­
ants merged last year.
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By. K. C. NEE L ~ chance to really see it" if SBC shutsdo~ suiting firm. "I think it will become a siz-
( Ameritech's cable . . . \ ) able issue with cities later this summer as

f SBC Communications Inc. chairm e WI I et out they gather at municipal meetings."
Edward Whitacre knows what he's go- of t e ca e usmess. ey coul el er Indeed, many city officials last weekI ing to do with Ameritech's fledgling write the operations off since they are said they were taking a wait-and-see ap-

cable business in the Midwest, he's not only a small fraction of the whole merged proach with the merger.
telling anyone. entity, or they could sell "Whatever happens with Ameritech

Wbil=e promiredth~ 't them." New Media - if anything happens at all
U.S. Senate Antitrust - won't happen for a while," said ~

Subcommittee last efl ec Naoeryjl1e I!l city attorney Mike Roth
week that he11 give the ~ really only valuable to "''We're ha with Ameritech's cable se '*
cable operations "a fair Ameritech because they
look" but stopped short of saying hel1 con- also offer phone service to the same
tinue to operate the overbuild systems cur- clientele. I don't think [the systems] will
rently serving some 100,000 customers. be very valuable to anyone else. especial-

City administrators in areas where ly in the smaller markets where
Ameritech currently offers cable service Ameritech has concentrated much of its
were hopeful last week that SBC will con- activity."
tinue to operate the systems, but many in- At this point, many city officials would
dt;l,Stl"y observers were ske ti rather not think about the possibility of

are a ot 0 CIties a eritech closing its cable doors.I glimpsed the promised land of competi- "I don't think many cities have given [itl

\

tion," said University of Wisconsin profes- much thought at this point," said Stuart
sor and city consultant Barry Orton. Chapman of Municipal Services Assoc-
"But, like Moses, they'll never get a iates, a Hoffman Estates, ro.-based city con-

- --- ,._ ....., r__... ........

See Video on page 77
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BeIISouth Offering Internet Access in the Southeast
Southe.st from page 1

Lauderdale, Fla.
It plans to extend service to another

23 markets in its nine-state region over
the first half of next year.

The aggressive ADSL move by
BellSouth follows similarly ambitious
announcements by such other regional
Bells as GTE Corp. and U S West
Communications Group. It also comes
as cable operators step up their rollout
of high-speed cable modems, now in
more than 200,000 North American ca­
ble homes and growing by several thou­
sand customers a week.

Indeed, in several of BellSouth's ini­
tial target markets, MSOs have been of­
fering high-speed data service for
months, if not longer. MediaOne, for in­
stance, has introduced service in
Atlanta, Jacksonville and Ft. Lauderdale.

BellSouth also will compete with
GTE in at least one market, according
to the two companies' timetables. Like
Bel1South, GTE plans to introduce
ADSL service in the Raleigh area.

But BellSouth executives insisted
last week that they're following their
own timetable, not simply responding
to others' competitive thrusts. They
said the driving forces are market size,
customer demand and the condition of

their copper plant.
KObviously, we're watching cable

modem deployments very closely," said
a BellSouth spokesman. But he argued
that they're not the main concern.

Unlike GTE, which is marketing five
different service packages, BellSouth
aims to offer one standard ADSL pack-

8EllSOUTH
•

BelISouth executives said

they're following their own

timetable, not simply responding

to competitive thrusts.

•
age to residential and small business
customers.

The BellSouth.net FastAccess ser­
vice will cost subscribers either $49.95
or $59.95 a month, depending on their
level of phone service. One-time
charges include $199.95 for equipment
and $99.95 for installation.

"We wanted to launch with one sim­
ple plan for consumers and small busi­
nesses," the spokesman said.

But he said the regional Bell operat­
ing company also will offer quicker data
service with more features to larger busi­
ness customers. The company hopes to
roll out that service in August, too.

Along with the other Baby Bells,
BellSouth is participating in a telco­
computer industry consortium develop­
ing "Universal ADSL," or "ADSL Lite,"
service for copper phone lines. The
group is now developing technical
standards for the simplified ADSL ser­
vice, which would eliminate the costly,
time-consuming need for a splitter to
be installed in each customer's home.

The BellSouth spokesman said his
company remains committed to "a
splitter-less" ADSL service. But with
the deployment of ADSL Lite still con­
sidered at least a year away, BellSouth,
like GTE and U S West, feels it can't af­
ford to wait any longer.

BellSouth, which has about 235,000
dial-up Internet customers in 43 south­
eastern markets, declined to project
how many ADSL customers it expects
to sign up initially. The spokesman
said several hundred customers sought
to register for the service on the
BellSouth.net Web site last week. [!J

Several Cities Hoping Ameritec~Will Stay in Video __iness
~ s
VIdeo from page 8

In a ltion 0-1 takeover of PacTel
and Southern New England Telephone
Co. last year and its current intention
to take over Ameritech this, San
Antonio, Texas-based SBC once initiat­
ed merger talks with AT&T Corp.
Those discussions ran aground, but
not after some industry observers
worried that an SBC·AT&T merger

would supplant the 1984 breakup of
AT&T. That breakup led to the forma­
tion of seven regional Bell operating
companies that concentrated on the lo­
cal phone business while AT&T was
left with long distance and manufactur­
ing operations.

Blaer Is better
Last week, Whitacre argued in front

of the Senate panel that bigger is better
and defended the merger by saying it
would foster competition and expand
jobs and innovation. Some Congressmen
were skeptical and the Consumer
Federation of America is hoping the U.S.
Department of Justice will extinguish
SBC's lust for expansion.

"We are a big company today,"
Whitacre said, "but inevitably we need
the added size and scope this merger
brings. The combined company - the
new SBC - will have the assets, scope,
scale and personnel to compete on a 10-

cal, national and international basis."
He also predicted in the future that

there'll only be a handful of global
telecommunications companies ­
AT&T, BT, Deutsche Telekom, France
Telecom and Nippon Telephone and
Telegraph - offering a litany of ser­
vices on a worldwide basis.

But some Senators last week weren't
buying it

"Few of us ever believed we would
see a telephone landscape that is begin­
ning to look like the old Ma Bell," said
Sen. Herb Kohl (D-Wis.), the subcom­
mittee's ranking Democrat

At the same time, Michael DeWine
(R-Ohio) wondered aloud whether the
merger would spur similar matchups
and urged Whitacre to commit to con­
tinuing operating Ameritech's cable op­
erations: "[Ameritech'sl cable plan
looks real good. I like what I see on the
surface ... Can I tell what we would do?
I cannot." tm



Less competition, for cable teleVISIOIl
" '

BY RICK IlAULTRA
The acqulstUon of Amerltech by

" SBC Communications Is likely to
be anU-competltlve In the area of

t, cable television and Is contrary to
, the'lntent of Capitol Hm In 1996 . " ,r when It enacted the' .... \' . ,
l Telecommunications 'Act.
! SBC Communications has a
I· history of staying away from the

buslness of cable television and
dlsposlng of the cable properties It
has acquired along the way that
were a result of mergers or
otherwISe.
. Cons.der that the current

definitiVe model providing\Icompetition to Incumbent cable
\ television operators Is Amerltech In

the 'forin of cable 1V overbuilds. An
overbuUd means there Is a new ,
cable television operator competing
with an established operator In the
same geographiC re~on. " ':

In markets of the Midwest,' . - - -. --T ~

Amerltech has gone head to head LETTERSPOTLIGHT
with. Time Warner, Comc8$t and' \ ------------

'I other cable companieS and their ·,.antltrust, b~slness rights arid'
, systems. This Includes suburbs of competition Is now questioning

Detroit, Columbus. OhiO, and .' SBC Chalnnan'Edward Whtteacre .
Chicago. In these cOlIUDuntUes and. about plans regarding Amerttech's
many more, prtces have either gqne 50-plus cable TV franchise.
down or stablllL ., Servlc~ have ; . .; operations In the Midwest. ,',
beC9me more competitive tn terms Whtteacre has been ,

·of free premium channels or free .... non-committal on this Issue, '
months of cable for signing up..' . ..furthering the speculatton that

The cable operators know that franchised cable 1V competition,
Amerltech's model of competition whether Teal or possible, In the
l110st resembles their own and they Midwest will come to an end upon
must match It. The cable 1V trade the consummation of this merger.
publications make note that the There has been much
cable Industry Is licking Its chops speculation over the years as to
at the potential removal of Us whether c~ble overbuilds can be a
btggest competitor, Amerttech. If profitable venture since there [s a
this merger is approved. great deal of initial capital

Knowing U1at SHC has divested Investment Involved. Amerttech
It$elf of video market holdings, the claims It Is achieving a 36 percent .
Senate Judiciary subcommittee on average market share and as high

"< . .~-r,,J~.s 5-\o..v ~/\'J../q~T

Los Angeles Times SyndIcate

as 50 to 60 percent In some
markets. If that [s true, and there
is no reason to doubt It as It
contlnues to aggreSSively acquire
more cable 1V franchises [n more
markets, then It wiIJ expose the
cable 1V Industry to competition
that has not occurred before.

If another cable television ~

company [s to come to the MarIon...,
.County marketplace, and thus
aIJow a chotce between cable.
companies, that company will more
than likely be Amerllech. If SBe
CommunlcaUons' merger With
Amerttech Is approved, Amerttech's
expansion of Its cable 1V
franchising will be very doubtful.
Thus, the merger likely will remove
the best potenUal competitor to .
date to Incumbent cable operators.

Maullra is director 01 the city 01 Indiana­
polis Cable Communications Agency.

. \
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Government

Merger Sparks Skepticism, AntItrust Concems
Lawmakers concerned about SBC-Ameritech marriage; FCC mails survey

QUESTIONS FOR CABLE: Several
cable operators will be busy filling out
paperwork over the next couple of
weeks.

The FCC recently mailed some
MSOs a two-page questionnaire asking
for details on programming costs.

The commission is asking cable op­
erators a number of very detailed and,
according to some observers, propri­
etary questions in its price survey re­
leased May 15.

Here's a sample of the questions in
the survey:

• How much do subscribers pay on
average for a basic tier subscription, in­
cluding remote and converter box?

• How much of any rate increases
are attributable strictly to increased
programming costs?

• How much of any increases can
be attributed to adding channels to a
system?

• For costs associated with channel
increases and other programming, what
portion of that is attributable to the fol­
lowing: license fees; retransmission
consent and copyright fees; the going­
forward rules?

• Calculate the dollar amount of pro­
gramming costs and channel addition
costs associated with sports, news and
children's programming.

• How much of rate increases are
attributable to upgrades, and were
those upgrades part of a franchise
agreement?

• What percentage of revenues are
attributable to advertising, commis­
sions or launch and marketing fees?

FCC chairman WIlliam Kennard
launched the inquiry in January, saying
cable rates were escalating beyond
standard inflationary measures. Indeed,
according to the Bureau of Labor
Statistics, cable rates rose 0.3% in
April.

Meanwhile, the general Conlumer
Price Index rose 0.2% in April, the bu­
reau said. Overall, cable rates rose 7.6%
over the last 12 months, while the gen­
eral CPI rose 1.4%, according to the bu­
reau's figures.

It's unclear what the commission will
do with the data once it receives the
forms back from MSOs.

Kennard recently indicated in an in­
terview with The Washington Post that
he's disinclined to impose a rate freeze
or other disciplinary action on the cable

U.S. Sen. Herb Kohl (D-Wis.), the
ranking minority member on the sub­
committee, said, the "telephone land­
scape ... is beginning to look like the
old Ma Bell," referring to the monop­
oly provider AT&T before its 1984
breakup into seven regional Bell oper­
ating companies.

Kohl also said the SBC-Ameritech
merger "presents us with the promise of
competition tomorrow, but the reality of
consolidation today."

Sen. Patrick Leahy (D-Vt) also voiced
his concern over the proposal, saying,
"Before all the pieces of Ma Bell are put
together again, Congress should revisit
the telecommunications act"

multitude of regional, national and local
companies."

Whitacre also contradicted
Kimmelman, saying the deal "will bring
on the types of real competition, real
choice and real consumer benefits that
Congress envisioned in the 1996 act."

t lawmakers didn't seem convinced
tacre s testimony.

National basis
Still, Whitacre promised a competitive

environment under the new SBC, which
he said would be "the first company to
serve both residential and business cus­
tomers on a national basis."

He said customers outside SBC's new
territory "will benefit from the increased
competition that will result from our en­
try into markets."

Bringing an investor's perspective to
the telephone industry's recent consoli­
dations, Scott Cleland, managing direc­
tor of the Precursor Group - a sub­
sidiary of Legg Mason Wood Walker
Inc. - said, "What is happening is a

~
~~~~~;~~;~~~ipeassive clash of financial reality withflawed public policy and unrealistic ex-

pectations.
"Money goes where it is welcome, not

where regulators tell it to go."
Cleland claimed that the recent merg­

ers between SBC and Pacific Bell and
Nynex and Bell Atlantic Corp. went
through because "it is simply what's best

...senators on
the subcommittee and

at leJSt one consumer actiVist were Wiii
ibOUfthe merge?s potential antitrust ef·
~homer.

)YlPg Congress should "CTack the
wnfp on weak 'antitrust" rules, Gene
~melman, co·aitectQr of the

onsumers Union's Was' on D of-
ce ew com will ca-

s
the

By ERIC GLICK



DeWine Presses
Whitacre on Cable

c

WHITACRE

like what I see on e sur­
face. I think that they've done
a nice job with it," he said.
"Can I tell you what we would
do? I cannot, because we've
haven't completed this merger.
Would we give it a fair look?
Absolutely. I like their con­
cept."

To date, Ameritech's cable
arm, Ameritech New Media, has signed up about 100,000 sub­
scribers in 50 communities in Ohio, Michigan, Illinois and Wis-
consin. . ""

DeWme said Ameritech's entry into cable has kept prices steady·ij". .
in various Ohio markets, while cable retail prices continued to rise7\. .
where no overbuild competition existed. . 1

"Ameritech has, in limited areas, provided meaningful competi-V 1
tion to established cable operators," DeWine said. "The net result A 1
is what you would expect from competition: There has been more 1
stability in prices." I

Whitacre appeared before DeWme's subcommittee May 19 to de- t
fend SBC's ~cquisition ofAmeritech, the one Baby Bell that has r
moved decisively into cable. He said SBC needs the deal to become

See DEWIME, pap 18

hW·ASHINGTON - Sen.
I Mike DeWme (R-Ohio)
j last week pressed SBC

Communications Inc. chainnan
and CEO Edward Whitacre Jr.

..tll.;:wrt:Int\. ~tech Corp.'s
JlUShjnW :;'ahkjevisioii:i!Er
the consummation of the two
telcos' $62 billion, all-stock
merger.

"We want to encourage that.
We want to see that expand,"
~QWine chairman of the­
·Senate .Judiciary Subcommit­
tee on Antitrust, Business

. hts and Competition. .
Whitacre, while praising

Atxleritech's efforts, declined to
. s.



DeWine Presses Whitacre on Cable
halted a video trial in
RlcnarC!son, 'texas, ana
sttii5Tied a cable s;,stem in

-San Jose, Calif.. after bllyj~
l'acTel.Apd the telco sold its

- out-of-re .on cable systems"'iii
su urban as In on,

ContInued from pale 3
a global player and to launch
competitive local-exchange ser­
vice in 30 markets outside of
its post-merger l3-state terri­
tory, including its $4.4 billion
stock deal for Southern New
England Telecommunications
Corp.

"We are not large enough ­
as off-the-wall as that sounds
- to pull this off," Whitacre
said....---------.......

DeWine sought Whitacre's
assurance that SBC would
not force Ameritech to back
away from cable, reminding
Whitacre that SBC has
shown little enthusiasm for
the video business after a fe
trials.

one point in his testimo­
ny, Whitacre told DeWine's
panel that SBC was looking
to unload the Los Angeles
wireless cable system that it
inherited in its acquisition of

cific Teles,ililJ,i;~rp:---_"/
" ere trying to [sell it].

We've haven't yet '" It is not a
viable competitor," he said.

The 100-plus-channel digi­
tal system began operating
last May, and it has signed up
approximately 20,000 sub­
scribers.

DeWine was understand­
ably nervous because SBC

o a ou ea ed b nme
e. Whitacre in lca ea

that he might be patient with
Ameritech's cable investment
because Ameritech's in-region
approach was different from
SBC's decision to buy systems
outside of its current seven­
state region.

"Ameritech has done it dif­
ferently: They have done it in
their region. They have done
it in an overbuild situation ­
an entirely different concept
than what SBC has tried,"
Whitacre said.

Ameritech chairman and
CEO Richard Notebaert said
last week after a speech at
the American Enterprise In­
stitute here that he was con-
fident that Whitacre would
be pleased with the compa­

~ro;;s cable res@ts.
Nry prediction is that he

will do exactly what I do
every day," Notebaert said. "I
look at how we are doing, I
look at our 37 percent mar­
ket share, I look at our re­
turn and I say. 'Are we on

plan, and how are we doing?'
Right now, we are doing
great."

Whitacre was not asked
about his plans for SNET's ca·
ble overbuild of Cablevision
Systems Corp. in parts of Con­
necticut.

"What we expect is that
they will look at our cable
business with the same scruti­
ny that we have been apply­
ing," SNET spokeswoman Bev­
erly Levy said.

Meanwhile, Ameritech keeps
on snaring franchises. Last
week,Woodhaven, Mich., award­
ed the telco its 73rd franchise ­
34 of them in Michigan - to
compete against Tele-Communi­
cations Inc. The town, located
about 10 miles south ofDetroit,
has a population of around
12,000, residing in 4,300 homes.

Ameritech has its work cut
out in Woodhaven: Tel recently
launched a digital tier of 160
video and 45 audio channels in
the area.

In a related matter, Ameritech
executives last week continued
to participate in briefings with
city administrators in Chicago,
where it anticipates overbuild­
ing TCI on the South Side.

Ameritech's proposal is on
the city Board of Aldermen's
agenda for June 10. MCN



Ops Await SBC/Ameritech Fallout
By KENT GmBONS

CEO FACEOFF: SSC Communications Inc. chairman and CEO Edward E.
Whitacre Jr. (left) and his Ameritech Corp. counterpart, Richard C.
Notebaert, discussed their "national·local" strategy at last Monday's
press conference in Chicago.

Once again, cable opera­
tors are wondering what
will happen to one of

tb~ir toughest competitors now
that it is 6emg consumed by
SBC Communications Inc.

MSOs have reason to hope
that SBC's proposed acquisition
of Ameritech Corp. - valued at
$62 billion when it was an­
nO\mced last Monday -~
least slow Ameritech's Midwest­
JICern cable ons1a~ht.

. In two years, e regional Bell
operating company's cable ann,
Ameritech New Media, has
racked up more than 100,000
subscribers, pursuing an over­
build strategy that has left in­
dustry analysts scratching their
heads over the economics and
wondering what Ameritech
chairman Richard Notebaert

• ~w that they couldn't.'t-~BC, meanwhile scrapped



SIC Countersues OYer Americast
By RITA FARRELL So SBC sued the partners last

week in Delaware Chancery

WS
GTON, DEL. - Court here,just one week after

Talk about awkward: announcing its $62 billion merg-
Last Wednesday, SBC er proposal with Ameritech and

Communications Inc. sued two before completing its merger
ofits proposed merger partners with SNET. The actual parties
- Ameritech Corp. and South- in the lawsuit are subsidiaries
em New England Telecommu- of the parent companies.
nications Corp. - over a part- SBC alleged that the arbitra-
nership dispute that began a tion panel exceeded its legal lim-
year ago. ~ and violated state and feder-

It all began when SBC deci· . al law by entering judgment
ed bow out of th . t against SBC for withdrawing
Cable ven .. . from the partnership in May
in 1 5. In addition to SBC, 1997.
Ameritech and SNET, the part· The arbitration panel not only
nership also included The Walt found that the SBC subsidiary,
Disney Co., BellSouth Corp. and SBC Interactive, "had not valid-
GTE Corp., all ofwhich agreed ly withdrawn from the partner-
to stay in for five years. ship," but it also ruled that the

After its merger with Pacific jilted partners could collect
Telesis Group, SBC decided that damages sometime down the
its focus laid elsewhere, and it road.
claimed that an escape clause in In its lawsuit, SBC com·
the partnership contract al· p1ained that the panel ordered it
lowed it to withdraw with im· to pay actual damages, "despite
punity. The partners thought having found that the defen-
otherwise, and they successfully dants had proven no damages."
sued to have the dispute arbi- SBC spokesman Brian Ros-
trated, winning a decision by an nanski said the lawsuit "has no
arbitration panel last month negative impact on our relations
that could cost SBC as much as with Ameritech or SNET. Our
$500 million in damages by merger with Pacific Telesis
2002. changed our focus and repre-

sented a material change in our
strategic direction. And, as a re­
sult, SBC decided that it was no
longer necessary to own, operate
or manage video networks or to
create its own programming,
which was one of the principal
purposes of Americast. We're
still committed to offering home­
entertainment services, but
through other methods."

As one example, Rosnanski
said, SBC signed an agreement
with DirecTv Inc. and u.s.
Satellite Broadcasting regard­
ing direct·broadcast satellite
subscribers in apartment com­
plexes.

SBC has asked the Chancery
Court for an injunction to block
enforcement of the damages
award, and for an order vacat­
ing or revoking the arbitration
panel's viewing.

In a related action, on June
23, the Delaware Supreme
Court will hear SBC's appeal of
Vice Chancellor Jack Jacobs'
December decision that ordered
SBC to submit to arbitration in
the first place. Jacobs rejected
SBC's claim that its withdrawal
from Americast was not subject
to the arbitration provision of
the partnership agreement. MCH
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(he Neuvs Magazine lor Video,. Voice and Data

By K.C. NEEL

J

See ConsoIIdatton on page 51

@od for the~e ~d1!str¥"napprov y ~deral and state regu-
lators, the planned Baby Bell merger,
which would be the second-largest in cor-

"What SBC-Ameritech does, if you
view it the way I do, is create a monopoly
so big to change the rules so that the
competition doesn't occur," said Philip
Sirlin. a telecommunications analyst at
Schroder & Co. "Bottom line: That's not

By CABLE WORLD STAFF

5evenl larlze I'llhie
cneere lll!lt w"e wh..n ~R(

~~'<.~o~me~i5;T.5~~::~~lans to buv e ow Ba lV i;ffa \
\...oro-; -lor :s i4:: I lit

SIC Reorders Telco Un1iverse
Ops hope Ameritech will shelve video expansion

..:~m~aY~b.elt!:h~.e~s~o~u;rI~:n~tiCDI~e j IIABY BELL BASICSc QUI Iv i1 st vet /""'\
lne proposec dea , (..) ~ent:0

whIle very posiio! takl rl V
Lu ....u e vid n II:·~·~~==J=1s@aJn~A~n~to~n~iOq=:£IT£t~rn!~C~h~iC~8l!(O'n..u ,.,....Uld onlv ma e Ed Whitacre Richard Notebaert
a much bigger and more 1.7 m. $258

formidable rival in the emerg- 11871nco1ne $1.58 $$2~~:
ing telecommunications wars. Acc-.1Iaes 36M 21M

Indeed, a giant SBC, al-
ready preparing to be a distri- Sources: SSC, Ameritech
bution partner of DirecTv, ... .._===ll!!!�!!_�B..
could ultimately take on the cable indus­
try for video and high-speed data cus­
tomers nationwide if so inclined. Or, SBC
could become so dominant in its regional
markets that cable operators couldn't pos­
sibly contest it for telephone customers.

t
See Tenns on page 45 J

~

Refranchising Terms
......Complex
For CIties, Operators

Microsoft Considers
Road Runner Stake

City regulators in Fairfax County, I

Va., and Boston grudgingly re­
newed cable franchises held by

Media General and Cablevision
Systems Corp., respectively, last

week, but
W~ only after

~~e~r~:~~~

t .. of system
upgrades il.'Id restryjrt in future rate

j"ohik_·...e..s..__
'lbe renewals point up the fact that

while cable operators and local au-

By K.C. NEEL Justice Dept. Knocks Primestar Partnen

Just as Road Runner was preparing
to announce some major invest­
ments by Silicon Valley giants

Intel Corp. and Oracle Corp., sources
close to the companies said last week
that the Internet-access provider

owned by Time Warner
Inc. received an un­
solicited bid from

Microsoft Corp. for an
undisclosed equity infusion.

Road Runner executives
declined to comment last week

and some industry pundits
characterized such an invest­
ment as dubious.

'The Justice Department is

See Road Runner on page 45

By ALAN BREZNICK

What does Primestar Inc. do
now?
That was the big question

last week after the U.S. Department
of Justice abruptly sued to block
Primestar's plans to buy a high-
power DBS orbital slot, 40-

two high-power satel· DB.
lites and other DBS as- rJ\ll'
sets from a venture of ~ '"
Rupert Murdoch's News Corp. and MCI
Communications Corp.

Justice Department attorneys filed
the civil antitrust lawsuit in the U.S.
District Court for the District of
Columbia May 12, charging that the

proposed $l.1·billion merger of MSO­
backed Primestar and the American

Sky Broadcasting
venture would re­

duce competition to
cable and lead to even

higher cable rates.
"They [Primestar's cable

.. Sa backers and ASkyBl de­
~~ cided to switch rather
~ "" than fight, to merge
P~TNERS rather than compete,"

said Joel Klein, the
Justice Department's top antitrust official.
"That's bad for competition and bad for
America's consumers."

See Justice on page 48
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Lawmakers, Agencies Weigh In on Telco Merger
By ERIC GLICK

Reaction inside the Beltway to SBC
Communications Inc.'s announce­
ment last week that it would pur­

chase Ameritech Corp. for $62 million
r,%,om cauUgp to ~'rage.

I lam Kennard:c airman of
the FCC, said he didn't want to
ilf:ejupge" the. deal because
t e commiss,'

test of promoting competition or does it
inhibit competition?"

Rep. Edward Markey (D-Mass.) - the
ranking minority member of the House
Telecom Subcommittee - was more
forthright in his criticism of the proposed
merger.

"I believe this merger is bad for conn
sumers, bad for competition and bad for
innovation and job growth in the telecom­
munications industry," he said in a state­
ment last week.

Markey said SBC has engaged in aJ
"scorched-earth litigation strategy to pre­
serve its local monopoly while 'cherry­
picking' the portions of the Telecom­
munications Act that serve its purposes."

Saying SBC is "one of the last andD
among the larg,est monopolies left," he

~CCand~Depar_t
to~ e

as MItemos prominent
among the RBOCs in taking on aspects of
the Telecommunications Act and the
FCC's interconnection order. There's been
little. if any, competition in the local loop
since the interconnection order has been
held up in court. Lawmakers hoped that
passage of the telecom act two years ago
would spur local loop competition. (II
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rehearing by full court. JustiCe isn't party to EEO portion of case, but in appeal is expected to file amicus briefback­
ing·Commission, just as it did in earlier portion of case. Deadline for FCC to seek rehearing is May 29.

.; :,~:t,~':.. '::~"l:!'":''' CAPITOL HILL· .,: >:, .. ,;. ': ' .. "\~ ..C a ' .
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HP' Te!emm SpbcQmmittce C'bmn. law (B.-La.) said May 12 he will propose legislation in June to require
cable operators to be "more flexible" in providing local signals to subscribers. At news conference to announce new
911leplatioD, 1&uZin"said bW·woUld be ready next month, abOui'time' he will be lead-off witness at cable rate hear­
ing by Senate CommerceCOmmittee~He wouldn't reveal details .ofbill but said it would be designed to help COD­

sumers for whom cable is 'only source of local sigoals as part of multichannel video package. He hinted that it could
require more flexibility on part ofcable, operators in forming packages for consumers, and said that pressure on Con­
gress to do something about cable rates and programming choices will increase as March 1999 deregulation deadline
set by Telecom AJ;t approaches. .

'.-
u.s. Ogriaht Offjcc is gropina chanp that would bring iis rules for calculating cable copyright liability into

compliaDce with April 30, 1997, decision on calculations (CM May S pS). Change involves royalty fees for carriage
of partly permitted/partly nonpermitted distant signals. Comments are due June 15•
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News

Chicago Busts Cable Ops on Late Fees
Rate reduction part ofcity's agreement to approve franchise renewal

":,'

across the Midwest securing cable franchis-
$.S even !lS some industry observers are pre- ~
dieting the business Will be shut down once T'
Aiileritech and SSc~ later this year.

Ameritech currenyoffers cable TV
service to residents in more than 50 cities
and towns in the Chicago, Cleveland,
Columbus and Detroit metropolitan areas,
including Arlington Heights, Des Plaines,
Elgin, Glen Ellyn, Glendale Heights,
Naperville and Prospect Heights, m.

The city council in Des Plaines, m., last
week gave its blessing to Ameritech.
which said it'll build a competing cable
system in the area. Part of Des Plaines is
served by TCI, while other portions of the
city receive cable service from MediaOne

Ameritech has promised area res;
dents they'll receive more than 85 chan­
nels of video programming inc1udin~~

ESPN, CNN, A&E and Nickelodeon,
among other services, plus Ameritech's
in-home movie service called express cin­
ema, an I8-channel service that will delive

er up to 25 new movies every month,
with popular movies starting as often as
every 30 minutes. New movies premiere
every Friday and Saturday.

. - ~t ~ose services may be hollow ~.
..l~fO is to consumers if sSC closes .
down Ameritech's yjdeo operations. San
Antonio-based SHe bas been aggressive in
closin~ down ~ twn video operations as
~ iL those :Jtiated by Me TeleSIS;
which merged with SEC last year.~

Some industry watchers speculated
that TCI and Prime, which count about 1
million metro area customers, had no
choice but to agree to the rollback be­
cause Chicago Mayor Bill Daley threat­
ened to hold up the renewals unless the
late-fee issue was resolved.

The MSOs also aweed to pony up ~ ~
tal $22.2 million over the IS-year franChi;e
to fUDd the non-profit public access corpo­
ration in the city; dedicated 10% of theIr

B·e K. C. NEE L

Chicago's city council is scheduled to
vote shortly on two IS-year cable fran­
chise renewaJs that will, among other

!hi~ reduce ootomers' late fees to ~1.sg.,
e council is aIso expected to eter­

mine whether it should give Ameritech a
is-year franchise to overbuild a cable sys­
tem in the South Side.

The long-sought reduction in late fees
was a key feature for the city renewing
cable franchises held by Prime Cable and
Tele-Communications Inc., said city cable
administratoi"'joyce Gallagher. Under the
plan, fees charged to consumers who've
paid their bills late now range from be­
tween $5 and $7.50. Dose charges will
be rolled back-to $1.50 and tacked onto chan G channels; and
'bills that are more than 30 days late. Mer Prime Cable agreed to spend 20 million

-=47 days. the ~le com~ames Will be free to upgrade its operations to 750 MHz from
to recoup fees aS5.Q£iate with collections. its current 550 MHz. Tel spent $30 million
-The fee rollback was a coup for three years ago to upgrade its operations.
Chicago since the issue has been a can- Meanwhile, the cable administrator's
tentious one in other cities. 'These fees ....office has recommended that the council
were excessive," Gallagher said. "'There OK a cable franchise for Ameritech to
was no substantiation for such high fees." overbuild TCI's service territory on the

But not only did the city get the cable South Side of the city. Gallagher said the
operators to promise to roll the fees back, telco's proposal has been sent to the

,Jhey also agr~ that if the state or f, er- council's finance committee, which will
al overnment man ares a ower fee than consider the issue and subsequently

1.50 the re uce t e ee and if the make its recommendationrto the- entire
.&gvermueot se a hi her ee council likely later this summer.
.won't lift their late fee beyond that .- The telco that is merging with SBC

ev anagher said. . Communications is continuing its march
.,' ....,...... ...,,~ ~\, "'~/':':.j: ..~.,.,·~'~f·,~~~:: .... ; ··~,.-;:~:l,~;..-t~.i~<i.:t·~,~,..·.."·.;:.f,r.,·..~,t.· ... -.... -:'~"''::'' "'~;""~:'



l'elecol1ununications Act. Since
then, he said, "we have seen con·
sQJidatioDs within the mdus·
tries; we have seen mer~ersl.

rather than cgwpemjop' anwe
have seen increased rah;,
whether they be in cable. or 10-.
caI, or long distance - indicat­

-illg again that the 1996 Te1ecom-
~unications Act~whether it was

"Intended so or n t. protected lli­
dustries and protected eyery.

bOdy but the consumer. It again
argues for a re-evaIuatIon of the
unintended consequences of the
Telecommunications Reform Act
of 1996."

Some state regulators will
have a say, as well. In Ohio, fQr
example, state law gives the
Public Utilities Commission ju­
risdiction over the acquisition of
a domestic telephone company.
"The commission will certainly
Nant to look at the impact, if
any, on competition," PUCO
spokesman Dick Kimmins said.
"It will want to see ifAmeritech
customers will benefit from
this." The PUCO will likely
want to look at how SBC pro­
poses to deal with Ameritech's
inability in the past to meet the
commission's rninimwn-service
standards.

In addition to facing video
competition from the telcos, ca·
ble operators that want to offer
phone service have to deal with
phone companies on network-

~
• terconnection agreements.

.One cable-ind~stryexecutiYe
ast week wowed that SBC's

corporate philosophy .- which

VO/lTW Garo{mw,
vice president

o{public affairs,
Ameritech New Media

'We intend to

fulfill our

conunitrnents, and

this is

said. SBC the share price of
which kiS fallen since before the
deal was announced, trimming
the value of the all-stock deal­
laid out plans to compete for res­
idential and business customers
outside of its service territory as
part of a campaign to persuade
regulators that the deal would
enhance competition. Whitacre
told analysts last Monday that
the combined company would

business as usual."

enter 30 cities outside ofits com­
bined 13-state (with SNETl re­
gion, claiming that the scale eco­
nomics of the new entity would
make such a strategy economi­
cal.

The deal could face a tougher
time than past Bell mergers,
anyway. Senate Commerce
Committee chairman J~­
Cain IR-Ariz.l lament.e<fihe ap­
parent res~of the 1996

~v SBC has done it, and they
do b"Yf "Qme good pro~rties
I '[-I'iLL' ~"iCio -W'''1'1111 1n,.,.l ....... 4- "''Y'rl 7nceh;-
'" ( '.... '-' . 1\J\J.n.. OlJ c.u..n..... '-'J.U'U • oJ

eXtlmine," an SBC spokesman
'confirmed:-

ANM vowed to keep adding to
its current roster of 72 cable
franchises in the Chicago, De­
troit, Cleveland and Columbus
area.,. In at least some markets,
ANM claims that its Americast
cllstomers outnmnber those of
the incumbent cable operators.

Last week, ANM kicked off
service in Trenton, Mich., which
it said gives it 50 operating mar­
kets. And ANM officials are
scheduled to meet with Chicago
officials Wednesday (May 20)
about their application for a
franchise covering a big chunk of
the cit:,;:. Ahont 30 additional
fi'anchi' agreements are in the
works according tQ ,Donna

Garofano. ANM's vice president
Alf.p.u.b1ic..afUlirs.

Garofano said a few franchise
authorities called her last week,
asking what the merger would
mean for Ameritech's cable com­
mitments. She said she basically
told them, "We intend to fulfill
our commitments, and this is
business as usual."

The cable industry has seen a
lot more consolidation than the
regional phone business has,
Garofano noted, and many fran­
chise authorities have dealt
with three or four new owners of
their local cable systems. If any­
thing, this "prospective merger,
down the road," means less
work and worry for them, she

Ops Await SBC/Ameritech Fallout
l:..e characterized as "blatantlyi
anti-competitive" - coUld re- A/..-­
sult in trouble down the road for 1"1\
the RBOC and its potential
·competitors.

''As difficult as Ameritech can
hi"~~ ;eh, SBC is seen astJWiffioc thRt is even tougher
to deal with," the industry offi­

cial said. '~t least Ameritech
gives lip service to the benefits
of competition. SBC doesn't
even do that." That approach,
he said, could backfire on SBC
and prompt some state regula­
tors to take a hard line on ap­
proving the deal.

Thle-Communications Inc. pres­
ident and chief operating officer
Leo J. Hindery Jr., whose cable
systems compete against ANM's
in Trenton and elsewhere, said
he had no feel for whether SBC
would throttle back Ameritech's
('able ambitions.

,aut Hindery, who is aJso
chairman oft~nnalCable
Television~~ said, "1
do believe J;battbe merger is
h!:lpful to our industry from a
public-policy point of view, in
mat It suggests, at least to me,
that our industry r~resents

the best wireline alternative to
.big telephone companies.lfpeo­
pIe are questioning the '96 Act,
they should perhaps question
[the merged) Bell Atlantic
[Corp.)-Nynex [Corp.) and SBC­
PacBell [Pacific Bell)/Ameritech
more than they are doing right
now."McN

Ted Hearn and Joe Estrella
contributed to this report.

Continued from page 1

lVashington, IJ.C.~ area to a
Kr~,!.R inciudmg Prime, and
~h.!ltterillg its cable system in
Ri~har.dso.u.l'exas.

- SBC has a pending deal to buy
Southern New England Telecom­
munication.., Corp., as well, and
many Wall Street analysts be­
lieve that deal could signal the
end to SNETs plan to overbuild
mble operators throughout its
Connecticut territory.

lurthering the perception of a
, I?ullback from WIfed cable, ill

f M...arcbJ3BC aunmmced res!!).e
- agreements with direct-broad­

~tellite ~roviders DirecTv
i~ I I S satellite Broadcasl
ing.

But operators that have been
overbuilt by ANM are not crow­
lllg yet. Said Edward Wood, CEO
nf C'oaxial Communications,
which competes with A.NlYI in
('olumhus. Ohio: "Our philoso­
phy is t.o believe what they've
said. They're in for the long term,
and \ve're in for the long term,
and we can't aflill"ll the luxm'Yof
speculating that they're not go­
ing to be."

The Ameritech deal will prob­
ably take at least a year to close,
the two companies figured. In
the meantime, it's "business as
usual," spokesmen from both
companies said.

SBC chairman Erlward
\\'hitacre Jr.. in one of his few
(umments on Ameritech's cable
husiness, told analysts in New
York last "WMtctWf"Ameri.±.eCh
has done video differently from

- .-J
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Pax Net Will 'Touch' Comcast
By LlNDl\._M()~~

C
0l11C;ls1 ('orp has

"e;)c]w,] nn nf'filiati(.lJ.'
dp;;ll lti carl." P~lxsn:'

1';\il1 i i\orienlPr! nl'l\\."k. rfiX

~·'i:f't. iIi ill~-lrk(\t'-.: ;n{'ll1din~. f-sal­
tijllur" and Indianapolis, offi;­
cj als said last week.
Ily Aug. 31, \"hen t he lie"
net work launcl1l's, ('0111casl
\vill rutl out Pax Net in a num­
ber of DMAs where Paxson
r!oesn't own T'V stat ions. in or­
der to fill in distributiun fur
the 11e\V progl'amm ing service.
The COIllcast df'al COVl:rs buth
nnrt]og and digital carriage.
"with built-in channel-place­
ment incentive,"," acclinIing Ie
an announcement on the deal

Cumcast will launch Pax
Net on three systl'lllS in its
Baltimore cluster. as well as in
India napolis and For[ 'Wayne,
Ind., and Chesterfield, Va_, by
t he ('no of Augus\. an MSO
spokeswoman said. Those
launches wJi (Olel! about
:)\lO,OOO sub'iCl' ben'

"Tlwt's Uw nitial lauBch

NEWEST CABLE AFFlUATE: Comcast Corp. will launch Pax Net, which airs
such family-oriented shows as TOUChed by an Angel, in areas wt1ere lhe
broadcast network does not have affiliates.

the spukeswoman said. "Thl' Last week's deal only relater!
rest of it has not been deter- to around one-third of Com-
mined." cast's systems, since about
~ axson is offering opr'J'<ltors two-thir'ds already carry Pax-

npfrnnt lnullch fe(Os report, son's TV stations ~ndpr'must-
eell,. lip to $() l'e1' snbscriber- carry, a Paxson spokeswoJ1w1'
for fll1fllng carriage. l\IS0s an said
nlso ')f'lIlg pnid incentive;.; to Pax;.;oll now owns or has
give flax Net EnOl;-lhi,' channel pcnding elf'als to aClJuire Rn

JacemenL TV stations, reaching more
n ate April. Tele-Cn1l1muni- than 7,1 nllllion homes that

cations Inc. signed afEJintioll will get Pax Net program
agrecIJJPnts with both Pax Net ming. The company is seeking
and with The WB Televisioo cable carriage to extend its
Network for its WeB cable ser- distribution to more than 80
vice. Both of thosl' broadcast percent of U.S. TV households.
networks an' turning to cable Earlier this year, Paxsun re-
systems to gain distribution in cruited Jeff Sagansky, a 1'01'-

markets where they dOIl't have mer top official at Sony Corp
TV-station affiliates The \VeR and the CBS network, as its
[llso Iw.s a dist,'ibution deai CEO. And the company has al
with Time Warner Cable, its ready acquired a raft of off-
corporate sibling under the network programming- in-
Time Warner Inc. ulllbreJln. eluding Touched by an Angel;

TCI will reportedly bunch Promised Land; D,: Quinn,
Pax Net in systems represent- Medicine Woman; and Lire
ing 4.5 million subscribers. Goes On - to air in prime-

The WeB hasn't unveiled time_ Pax Net also had origi-
any additional affiliation nal programming in the
agre p l1wnts since its an- works, including the series
noun cements about the T< 'J Flipper and Louisa May AI~

and Time Wanwr deals cott's Little Men. MeN

d!1 ....:; nf'\'-.l;!lilt,



Ops Take New Look at Launch Fees

EASY MONTHLY TERMS: CBS Eye on People execul.ives said c{)bj~

operators' appetite for I",un(~h fees has faded. CBS (Jllered $6 per

subscriber 1<, openlOf"- III ,J deal tllrlt it termed OlS ··1 loml"

Continued from page 8

IlSJV prnffpJl"f1, HlfJJP in the $.1- tn
~'t'll('r-'>lll),c;('nl'll\T'l';lIl~('

01lin:,ls at (~re<lt l\merlcan
i~ I; ',>untrv and Canw Show Net­

work hove said they are in .0

rauncfi··lee mode. <l'SiS E! Enwr­
1.amrnent Televisir.n's new Style
"ll.·{.wnrk, willch 'i~ut'in
':'~~plemll{·r. E~ president. and
'I~O Lee M<ls':,er'~' said he w1l1

'lITer "'agh1Tesslve" 'iaunch fees to
~et Style anato c3ITla e, but
'not I ur oc lian j 0 arR, re er­
I 'nl_~ to tlH~ $10;1 head paid ror
hlx NI'W~ Channj~(

Some prograllllr PrR, who didn't
;,ant lo i)(, identJlI.(\d, maint...'linp1:1
.Iml cable opcmtors !1n"1l1 lntf·[
·~t('d m upfnmt c;1~h tl~S any

r:'H.n-e. Thes(' npt~m,tors would
t'~l.t.hL'T gPt nthf,'r launch lTlCenti\TS

f'rcp camal:c for a fpw years.
':Jl" f'xmnple, or If'ITl'strial ('XciII­

l;:ltV - :ttX'Urding to t!w net¥.'Ork
Itfietals. But. orw MSO I'xecutivt'

'-;aid that wa~ "wil\hfull.hinking"
',n the part of t1w progralJ1mer~

··'Inen: are ~t.l\l fees to be had ,.
i h-;rt"MSO progrQlmrning othclal
,mid. "There are $:1-l'!'r-,uOOcriber
teals out fben~ r;,~

.-, But operators, and even DBS
:Jfmnders. Said they aN' lwing
111l('h mOl'e discritllmat.illg nt)f.mt
,,,,hlch upfronl l<lunch fees tiwv
will t.ake. There )re a variety "I'
I'·essons for this caution, hut part
Illit i:. ba~ed on their expericnn's
,qth thp first hiJ~ round of cash
;1;IYOllt<:

NO FREE LUNCH
In Sllml~ c;tses, opf'rators

kanltl~t that while t.he upfront
nlonf~Y luoked go:x:l at first hlw:;h.
the deals wen~ CEpped hyeRCa1at­
ing· license fees that ultimately
just didnl make financlal senRe.
~'\1\d operntors al.S() fimnd out that
'lOt. aJl upfnmt C<'1.,;;h fees are alike:
Some were wall'.' just lo,_'lns 1,n ca­
hl(' ,'~_yst.ems,JI)fi )lot 'Illtrig-ht
i~,fl<;

"!\.·ohody W;:JS ~VlTll! away free
'noney way back down the road,"
-'-.llid Bob \\%:;on, vice president of
programming at Cox Communi~

t~aii~T~~~i~ionl l;f: top~twofi-,-{ . ---
executive and..a.JlJJwtn pfopera-
tors said federal regulators are
takmg a look at upfrnnt cash­
launch fees~)romptiog some
MSOs to pa.~ue opportunities W
take the mone,}'.!!Q1i-

[n other lnstances, the corpo­
IntE' he..9d(luartl;'I'l:; of SlUnc MSOs
ITm:ked d(lwn and mandalt:~d that
theIr local svstJpms ;lJn0l1jze thf'
Ilpfront cns~~ feeH OW'l" tHllC, mak
IIlg them ipss attradw{'

All t.hn'(~ "])BS pnn-'Hil'N -~ la-e­
ng limited handwidth, .Just l1ke
'able opera1,clrf, and now the Sil,c

If ~:()me hlrp;e MSO~: ,irp. lalk­
;ng to new programmers about
ilpfront launch Ii-c'es. But they are
being C".an~fuL tno, ahpul wh'lch of­
fl'T"S th(>v tol ke.

'~T1"'1.e;f' 1:3 11':) ~udl t.hmg as a
:·n~(' IlInrt1."· -'.:Iid neon\" \-Vilkin~

:-;on, Hel110r vice prvsident. of mar·­
keting and programming tflr

PrimeSt.·u Inc. "If pmhrramm~rs
are giving you somf'thing upfnlllL
t.hey're lL,>ually getting something
in the back end. I just want a fair
price and a fair retum when you
pay me upfront," -

PERFORMANCE COUNTS
Jedd Palnwr, Mt'diaOnc's ,'~t'­

nior vice president. of program­
ming, said t.here are several rea­
sons why llpfront launch f('(~ are
somewhat less prevalent and les.<:;
in vogue than 1,fwv were a t{>w

years back.
"A coupie or networks t.hnt

launched fur a fee haven't. r£"111.'1'
perfonned:' Palmer said. "~l p('n·
pIe are more concerned Vo.-it.h tJlI'ir
long-term performance."

Also, it's too expensivf' f(lf

smaller networks to launch \\11th
big upfront fees now, and giant
programmers. such as Murdoch.
have alrEo.ady p<'1id Illr distribution
acrorrling to Palml.'r_

'The-guys with a large arnl)\lJ)t
ofmoney rmvp don,~ it alre<ldv," he
said. .

In fat.'t, Wllkin!'on .said In> get,;;
leery when a tiny start-up net­
work with little ilist.ribution offers
sub..qlantlal upfront launch fpes

"I wonder how long they'll be
around and what kind of a hu~i·

nes..'l plan they have, beCOltLo.;e it
doesn't make sound fmancial
sense for them 10 tw paying hig
fl~'~

Cox received u~-;:lln-::)-n"'tI'a-un-:-,"',-i-n-~
eentives to mil out. HGT\~ which
is virtually full\' distributed
<l1.T0S8 the MSO mm-~ according tAJ
Wilson. But the clt"Cisjon W mTT'V

the net.work W<lS "progrnmmlng­
drivt"n.... he ~"ri

"We hked the programminK,"'
\Vihun sflirl. "VI" alwflYs st.art
wit.h the-pm~rammillg. Ifwe lik(·
the progT'anltnill~;,11w launch In­
C(~nl,ive was ;l cherry (If) t.op of
that."

But Ul trKhw's channel-locked
envjmmnent.. Wilson said. the
IIf'W net.works Ilfft>ling '.Ipfronl
launch fei~~; dmd ";""p t1wf ;lp-

peal ill terms of umque pm~1"J"arn

min~,

"A few Iof the netv.'(Irk."l nffenn~
launch incentiv£'.sJ that I know ...,f
now won't provide anything TT1;1

l.erial1y to differentiau~ us."'Wiloon
said, "You ask: Does it add mater
ial value tg yo"r line"p'-)"'

l1e fees can make for bad conn'
sumer pn~ss, wo. Last year, a '1'\:
cTit.ic responding to AfuitiduVI/II.'"
New.'>,' allnual TV-wnters' SUrYl'V

complaimod about Ammal Planet. 1

qUe-ltioning whether such a nid.~op I
channel was necessary, That CTl1

ie pointed out that operators hold .J'
been pald to carry Animal P1an~l._

LOOKING FOR VALlm
Ron Martin. ehiefopcratin~ (!t"

fleer nfBuford ThleVlsion Inc.,'-p­
cenUy launched twu new nel
works. In one ease, he said, hl~

wok upfront launch fees. In t!w
other, he opted fOT initial free c: 1 r
ri8J..,"t~ of the new network.

""When we ha.ve to make l. i ll'
dedsion between upfront laUlwh
fees or fn't~ service. I'm looking nt
thE' value of the pa<:kage n'\.~'r

time," Mm1::in said. "If1hret a P~l_V

rnent uplront., I can put the mon
Ely somewhere and make inti>f1'st
on it. You have to work t1w nwlh
and figure out the \'allw or Ilw
u...:;e ofthe money....

\Vhethpr or noL to t~1.kl' :1

launch Ih· hingl~ on the speeJ!lcs
of the offr-f, Martin and otherlp
ernton; s..-'11d,

"There are different kind;:.;. 01
dealt'," Martin said, "\Vith SlHm'

launches, where you gE~t launch
fee~, it';:; like lending you monev
The deal T'e(luires Rlgnificant dis
tribution and a high licerlSf' !i't'
for many "'ears. We·vet.enrlrd ~()

sttw away~from those deals."
Ilamlrl C1lmmunir--Ations (';Iql

is l>E'ing more careful about ',ak­
ing launch fees bPcau..<>e u1tlnmtv
Iy. licpnse I~~'('s for n('w net.WHrJ,!:s
add up. and comi'tuners are ,~'tl."l­

bve ahout having thl),~ ':()S~$

pasRed I1n in t.heir cable bills
"\Ve are looking: much flll1' tll'r

down t.he road as to when> ~':ltps

are goin!~ and ifadding pn"illl't

fi'l" hUllCh f('(If' IS the wny to go,"
';;Iirll ,ll1d:l Shlt'tll,l!. ft,mm's vict.'

;In'~;J1h'l)l of pnlgr~llnlTll1Jl~ ",\1\

!hiTlL:'~ lX'lllg 1"-10;\1. we'n' hat1py til
Llkl' launch h,.,-s_ nlll fill' Illo:-;'l 01
tht '~:{' :".(·r','il'CR, ult.imaL:>ly, then' l~

:1 ljq'nse lee. If you add lip t.hn'p
or i"nur new [,;l'rviecs. and then
h~lVf' hikf'.."l on the old (1I1e~, it. ,-ldds
lJp. r\nd (11.<.;1.001("" an' vpry ";('ll'~l'

lJVI' about rau's."
Some l:able syst.ems were ahle

ttl use upfront launch fl"'t.~ to ntf:~'t

lin:ll1ei:ll hit.::; d.urillg f..,>1vpn ~l<I'n

l( l~;

"The f:nInch fi~'s wen' l,"'n'at to
Iwlp \'011, t.hrough a tough )'1';11',.'

--nd nJlI~ operalor, Whllllsked !lot
10 10,-" idr-ntified. "Wp TP('f'IVpd lOll);

II'! It's ~~cat h) haw' it. hut :,T.U
lend to rdyoll it And now. our ac­
'OIIIlt~"1l1t:" and .:Iuditors :,re k~)k­

:ni; more l'areltllly ;It iL"

,JUSTA LOAN
fh:l( operntAlT t,o(~'d that lid ..

works hOld var,-'ing den.!:" Il)r tJwir
launch IcoN,- In ·:-;(lm(~ C:J...9.'S, dw up-­
front. C:lf;h w;\:-; esscnt1~dlya loan
that had to be tn.~aled as a liahili·
tv on the C<1.hle ~wstem'g finoncial
h()(lk[';, the n~'~tor S<'1id. 'I11is
nlf.'iml, that t.he ~ystem would
hav., to pay back the launch mon­
I':,' III Ihe prngrallll1lt>f il"llw "ys­
If'lTl W:1S ever ~~nld, for I'xarnple,
and that the new owners didn't
W:Il1! to ('(mtllltu' rolling out. the
nl'twodc,.

tIl omtrJ.."l1. tn that rlJ)('ratllr: Ca..
hif' OT\~' h;lS nnt. t:rr'at.ed it.<: up­
front launch (('e~ as a OIw-hme
\\'Hldbll. .Jccordin~ !f) .leny-·
l\1eKl"lHW. iiI; vIce pn'sidi'nt of
';trategic market.mg.

"Wf' look at lhe net dfffloveT
thp ral.\" lH~ sa1<1 "Vtle smootll the
launch fees and amnrti7£ them
'-I\'f'r j he tennf' oft.he <'lgret'rm'nt,
r~~f.I\t'r than Laking the fee one
",'ar ,llld then havinJ!; our C'Ost.<.;

"~i('alate laler"
!'BS Ct1ble nn;>m-l oper:1ton.:. $f;

pf"· sllhscrihl'r 1:0 launch Eve on
PI'Op!c, hut the deal W<lS tnllv a
](>;:m, :-;.aid Lloyd \Vemer. executive
nt"(· president of 5nle~ and mar­
kfltln~ fnr CB..':; <:ablc.

'( )l1r otTer was a hallk.·' he Soc'lid.
"\lvf' would h.rlVe all operator up to
;-1:,(; r)l'·~· suhscnlK':r. In f'xchang-e,
"1(' operator would pay LIS 10
,·poL"- per mont.h. per ~ubscriber.
f,)r' 7'2. months, on t(lp of our li­
i"nSf~ reI', So Wl~ got. paid $7.20
\;('r trw h'nll oft.he dl'fll, 'Nhen

.\If~ only paid $fi'"
r\.<: It. turns O\lt, Hilly "a I(·w, a

'·Pry small minority" (If upprntors
If/ok IJp gye on People 011 its
1:llllll'h·feE" offer, Werner said, He
,'~d..im.'ltNl that only -I bout
)1)0.000 Ofll~ I"Illlghl.v 10 !Tullion
:llhscnl)('N wI~re Uw n'!~ldt of
';lsh launt~h If.'l:'s

It,lt.heupflllnt launch 1\'('1 W3S

m attempt to sl10w t.hat \""e were

willing- to h"t~t behind Eye Ilri Pe0.­
ple:' W.~mer So'ud. "Ami wp .shU hret
1(l(Jlllries ;lhHut it. 'TherT 1,'; no
'Iupslion that OrWralAJrS arc still
'i}:lk!n!~ fin· 'l10!wy 1I~ one fInn or

tlw other -- cash upfrnnL (II op
mont'.... ;lflvl'tiisinf~ Sllppllrl t;" il

I;tUIH,Il. Tbl'." :In' :llways lltn!,illl'
filr some kind (lr indw'I'Tlh'l\1
A&P, Safeway all nftlH'TlI dd
the S<HllP thing: look f;lr (Hllll1'"

~atlon fiJr shelf spacc_
P

Lynne Buening. \ic(~ pre'sldl'!'!
nfpmhrr<lmrnin~ for F'a/(,(ITI (',111/f'

TV Curp., snid it's only f;,ir ~ hill
op{~rat.ors gpt cOTllIWnsntn{ lv,
programmers for ttwir \J~llU:lhl,

analog shelfspnrt'.
"For :lTlalf)~, it's lupfmllt.l;nllHh

TllOlH'yl ~till an 1:,SllP:· BIlf·:'ll!!~

satd. "It's pr·inw real i'sfnt,'· ft '.
\IIali.bu. Thl'rf"S ;l "altH' 111 1h~l'

COMPETITIVE EJ)(; E
In some C;lSI'S. the ihrr':n

competition from nBS h:\" '·allk
operators lookinr, If'~:-:' llf'\:ml
launch f(~~s and Tllon' lo'.\';m\

adding nplworb: ~h:"'l.t \\ ill L!."\':I'

them a cornpditiv(' I'dgl', ,H"',lnl
ing- t.o one new pn:I~~l--;lfTlH'('r

"Cnmpelition rulps ItVI'1" \·..h;lt

yllU ("ould olfcr :lll)·orll'! ill 1:-11111(,!'

f('-('s]," t.he programnwT ,,;11,1. '()p
er~ltorsare heing- more di~T~irnl

nahng-. l1w plimnr:v Ihini~ IS In
makh up Wf'1I :1i::;lillSI. .\'(lill

petit.or:
P

Pam Hudon. din'<::txlr or
k.,ting at 1>1"1n1(' ('c\hlf'. I1;I:-';j t ()

JXlint sysh:m that. she \l~f'~ to :"
gE~SS whet.her or· not. tH '·;1 'TV

new nptwork, 111at plan 11H'hllk~:

whether her rustOIl1f'fR want till'
network, whC'ther it. adds ':;liut"
it$ hCf'nR(~·fe(' cnst~ andl1!' 1i1cJl
ad-salf's potential.

"F'i.rst, vou }wvp to fk'nde ,;j. \"(111

want t.o ~arrv t.he lH'twori.z, :-md
t.hen, the i~s~e of1aun<,'h h>I's is
brought up during TlPgoti:ltil:n~~ .

Burton S<'lid,
Similarly, ~[larc:us Cahlp (.,}

1,.P consid~rn 11pfmnt Gl~~\l 11111>n
tiv('s as just one f.1d.or to I'''-lk :d
in giving a network carri~ll:;-l'

"We have never chased ;In('1

de~'lls h;1<;('(1 solf'Jy 1m laW){'11 rf'f~,·'

Raid Lou BOI"t'l1i. ('X('C11t I',P \·1('('

pn'sidt'nt and ('hi('f flP(,TW:ll\~~ ilf

fieer [It, Man.'U~. ·'Bllt WI' I!n t.hlnk
t.hat kind of compf'nsntiilll i~ln
important compolwnl ol~' de:ll '

During its Twgotintinn~: III ;ld

clition 1~1 w(~,ghing pntt'ntial
launch n'es, Marcus tYP1Cllh·
look.<; for "long-h'rrn li('('n',,'-fi~· :'i'

curity," According t1) IXlfPlli "It':: :1

halanc1ng act," hI' s.nitl
At least one MSO ha~n I l~lke('

upfront. launch fl'/'", lTl till' p:hl

and It won't in Uw fiI1un'- I' 'h:\l1/'1

Comnmnic.nti(lllS IIll'
'ChmtcT has Ilf'\-'E'r dOlH' ca::h
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